U S. Departnent of Agriculture RD I nstruction 404.1

Farnmers Home Adm ni stration

CASE CLASSI FI CATI ONS FOR
FARMERS HOVE ADM NI STRATI ON BORROVNERS

I GENERAL: Borrowers who have received one or nore of the follow ng types
of Farmers Home Administration (FHA) loans will be classified in accordance
wi th paragraph I1.

A Operating Loans. This termincludes Production and Subsi stence
| oans.
B Econonmi ¢ Opportunity Loans. To i ndividual s.
C Enmer gency Loans.
D Speci al Livestock Loans.
E O her Production-Type Loans. O her Production-Type | oans are:
1 Rural Rehabilitation.
2 Emer gency Crop and Feed.
3 Fl ood.
4 Fl ood and W ndstorm
5 VWartinme Gvilian Control Adm nistration.
6 Fur .
7 O chard.
8 Regi onal Agricultural Credit Corporation.
F Far m Omer shi p Loans.
G Rur al Housi ng Loans.
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H Labor Housi ng Loans.

I Senior Citizen or Rural Rental Housing Loans.

J Rural Housing Site Loans.
K O her Real Estate Loans.
L Soil and Water Loans to Individuals.

(including Water Facilities Loans Coded "J").

M Wat ershed Loans. (including advances for preservation of sites
and future water supply).

N Rural Rehabilitation or Resettlement Project Cooperative
Associ ati ons.

O Associ ation Loans. (including planning advances, \Water
Facilities Loans, and Soil and Water Loans to Associ ations).

P Econoni ¢ Opportunity Cooperative Association Loans.
Q Recreation Loans. (to individual farmand ranch owners or
tenants).

R Sof twood Ti nmber Loans. (Added 7-13-87, SPECI AL PN.)

Il BORROVWER CLASSI FI CATIONS:  An FHA borrower will be classified in only one
of the follow ng classifications:

A Active Borrowers. A borrower will be classified as active if he is
i ndebted on one or nore loans listed in paragraph V for which chattels, crops,
real estate, or other property serve as security.

1 In addition, the following will be classified as active

a A borrower who is indebted on an FHA [ oan other than an
Econonmic Opportunity (EOQ loan for real estate inprovenents made on
the basis of a prom ssory note w thout other security, so |long as
t he purpose of the loan is being carried out.
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b A borrower who is indebted on an individual EO | oan nade
on the basis of a prom ssory note w thout ether security, so long as
t he objectives of the | oan are bei ng acconpli shed,

c An individual who is operating a farmin Gover nnent
i nventory under a Government |ease (Non-Progran) which is currently
in effect. (Revised 11-1-85, SPECI AL PN.)

d An individual who is renting nonfarmreal estate in
Government inventory under a Governnent |ease (Non-Program) which is
currently in effect. (Revised 11-1-85, SPECI AL PN.)

e An individual receiving a Rural Housing grant until al
grant funds are used or refunded and devel opnment is conpl et ed.
(Renunbered 5-1-72, PN 308.)

B Collection-Only Borrowers. An active borrower will be classified as
collection-only if:

1 The borrower is indebted on one or nore |loans listed in
paragraph 1, provided no security is in the borrower's possession and the
known facts concerning its disposition are recorded on Form RD 1962-1
"Agreenment for the use of Proceeds/Rel ease of Chattel Security,” or
contained in a statenent signed by the County Supervisor, or the purposes
of a note-only I oan cannot be carried out and the requirenents prescribed
in paragraph Il B 1 a or b can be met. (Revised 11-1-85, SPECI AL PN.)

a The borrower has the ability to pay in full all of the
debts owed to FnHA over a reasonable period and is naking regul ar
paynments or it appears that the borrower will have some ability to
pay within a reasonable period of tine. The ability of an active
borrower to pay debts will be determined at the tinme the security is
di sposed of or a decision is nmade that the purposes of a note-only
| oan cannot be carried out. |If the borrower has the ability to pay
all of the FnHA debt at that time, the borrower will be expected to
do so. If the borrower has the ability to pay only a part of the
FmHA debt, a conprom se or adjustnent settlenent will be negotiated
at the tine security is disposed of. If such a borrower does not
agree to pay in full or make a conprom se or adjustnent offer, as
appropriate, the case will not be classified as collection-only but
will be (1) referred to the OGC if there are assets or income out of
whi ch col |l ections can be enforced or (2) provided the loan is of a
[ien which can be debt settled by FmHA, charged of f under the
provi sions of {1956.75 of RD Instruction 1956-B when the Gover nnment
cannot collect or enforce collection of any significant anmount.
(Revi sed 04-10-91, SPECI AL PN.)
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b The borrower does not have the ability to pay any part of
the debts owed to FnHA but such debts cannot be cancell ed or charged
of f pursuant to RD Instruction 1956-B because they exceed $20, 000,
excluding interest, and have not been due and payable for five or
nore years. (Revised 04-10-91, SEPCI AL PN.)

2 Borrowers classified to collection-only under the provisions of
paragraph Il B 1 will be identified by inserting on FormRD 1905-1 "CCOL"
or "Collection-only 1" in the apace "(Case O assification."

(Revi sed 04-10-91, SPECI AL PN.)

3 A borrower who is classified as collection-only as of the date
of the revision of this instruction will continue to be classified as
such even though the conditions prescribed in paragraph Il B 1 cannot be

met. However, the debts owed by such borrowers will be serviced to a
conclusion as rapidly as possible.

4 For Water and Waste Disposal |oans, Community Facility | oans,
Associ ation Recreation | oans, Watershed | oans and advances, Resource,
Conservation and Devel oprment | oans, Rural Renewal |oans and insured
Busi ness and Industry | oans, an active borrower will be classified as
collection-only after all attenpts at debt settlenment under RD
Instruction 1956-C have failed. (Added 4-20-88, PN 82.)

C Judgnment Debtors. A borrower will be classified as a judgnent
debtor if all FnHA i ndebt edness has been reduced to judgnent or a judgment for
a deficiency has been issued by an appropriate court, all chattel, rea
estate, or other security has been |iquidated, and the judgnent has not been
pai d or otherw se satisfied.

D Pai d-Up or Ot herwi se Satisfied Cases. A borrower will be classified
as paid-up or otherw se satisfied when all indebtedness on loans listed in
par agraph I, including any indebtedness whi ch has been reduced to judgnent, is

satisfied by one or nore of the follow ng nethods:
1 Paynent in full.

2 Settlenent pursuant to RD Instruction 1956-B or FnHA
Instruction 1956-C. (Revised 04-10-91, SPECI AL PN.)

3 Transfer of security by assunption agreenment approved by the FrHA,
provi ded any other indebtedness owed to the FnHA is satisfied by any other
nmet hod stated in this paragraph.

4 Vol untary conveyance of real estate security to the Governnent when
the borrower is released frompersonal liability, provided any other
i ndebt edness owed to the FnHA is satisfied by any other nmethod stated in this
par agr aph.
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5 Settlenment by the Department of Justice.
6 Settlement by the Secretary of the Treasury.
1l RECLASSIFICATION. Field Ofice Oficials will reclassify borrowers and

j udgnment debtors whenever the conditions for a different classification are
net. (Revised 11-10-99, PN 312.)
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